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My dear Senator MeCarthy: .

May 61 1953

% 'Yéy have.asked through Assistant Secretary Morton
as Yo my views regarding trade with Red China, The
“ansver is clear,. Our poliey is to do all. that we can-

by measures short of war to weaken Red China écoriomics
ally while she is an open aggressor.in Korea.

: It 1s not now feasible to bring about a total em=
bargo of all trade with Communist China. This in part
depends ‘upon factors that we do not control. We can,
howeVvér, targely reduce the trade and insure its char-

acter being such that the exchange gives Red China
1ittle of strategic value, and, on net balance, little
of economlc value,

During recent weeks we have made considerable prog=
ress along this line and further progress 1s in prospect.

o In view of the intricacies of the matter, the ques-

~tion of what particular measures, applied to shipping,
will promote our ends and what will tend to defeat our
ends is highly technical. The statement filed with you
by Mr. Leddy represented the best ju@gment that the
Administration could bring to bear on the phase of the
matter being considered by your Committee. This judgment
was not exc%usively State Department judgment but was the
consensus of the interdepartmental committee mentioned
in Mr. leddy's statement. You will appreciate that the
situation is.conetantly changing and as we continue our
exertions, the implementation of our basic policy is
subject to change.

I might add that the position as regards Commmist
China is, I believe, different in some measure from the

The Honorable e
Joseph Re McCarthy,
- United States Senate.
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position as regards certain other areas of the Soviet
Communist world, notably some of the European satel-
lites. There tiade of certain kinds might promote our
political and economic ends and, by demonstrating the
ecopdtiic superiority of free en er rise, make it into
an Kttracting force agalnsf Co sm.
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vidl’l veu stated that it is not

: "mm*i;c
Ting about a total embargo of all

B[O T¢ ; e
. e With Red thna,

@yprec atg your courtesy in fur 1sh1nﬂ me
1s_on this problem of trade with Red Chlna,
eve that your letter answers the specific
arose at our Subcommittee hearing on Mon-
h In view of the importance of this matter
, Qf the apparent conflict in the testimony of .
L5 nd Mr, Leddy as to the ultimate objec- .
,our gov nment concerning the continuvation of
de by our Western allies with Red China, it would be
appréciated if you 'would inform me as to the present
~>poiicy of our g%vernment with regard to the fo
ed China contlnues to be an open ag-
fbﬁ@é?”in'Korea, 1s" it the ultimate objective of
i government to endeavor to get our Western al-
' 11 ¢ Ilth Comn: t Chi |

-+ As you know our Subcommittee is continuing its
 Anvestigation into this very important problem of Com-

- minist trade, and I would appreciate a reply to this
_jletter L. 1 fcopvenience. y B

 Very truly yours,'mv

66—6
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My dear Senator McCarthy:

I have your letter of May 6, asking the following
questlon: "As long as Red China continues to be an open
aggressor in Korea, is it the ultimate objective of our
Government to endeavor te get. our Western Allies to stop
all trade to Communigi China?" . -The -answer to this is
"yes" subject to this qualification that where, in spe-
q%ﬁic.instances, there are transactions which on examina-
tion ve appraise as being to our net security advantage,
we do not intend to try and prevent them. For examples;

- It benefits little to stop one avenue of trade if
ney ones are opened up., It may be better to tolerate a
small amount of trade which is controlled as to the kind
and to quantity rather than to stop this trade entirely
if the result will be that other avenues of trade open
,zgyhich;cannot~be convrolled either as. to quantity or
IR to kind. Also there are a few things which Red China
- produces-which we ourselves and our friends need and whishk
we try to get in ways that do not ihvolve any correspond-
ing advantage to Red China, =, . .. - i
.y 0f ‘course, I can only speak for the Department of -
State, but I have read this letter to Mr, Stassen, who
advlses me that it alsc reépresents the position of the.
Mytpal Security Agency. Both of us follow the Congres- -
slonal mandates with respect to this matter and beyond
that the decisions of the National Security Council _

which has this matter steadily under review, -
- Bincerely yours, o
(signed) John Foster Dulles
The Honorable '
Joseph R. McCarthy,
United States Senate,

.. CONFIDENTIAL
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) Weli now, I have another line of ques~
glwh;gh Ivam,very mich interested in. I have -séen’
'0téd recently with regard to the whole question ;

ifect if. there was.a. gessation,
1 ! ropels need for United States
_In other rds, can we use the United States
evel to help put a 1little pressure on the Far Bast
C and try to bring Korea to a speedy conclusion:
by puttiigma little economic heat on that situation?

¥ the effect of that be on Burope? Would it be
1gerous for Europe if we. "took that position and made

g policy?

Ly

e 1% the'*ast—west trade in, Europe which
rb,rgely Between some Qf the Buropean countrles.
land, who send coal,

e e

" There is a Eurgpean trade of. the dimensions of

. are nd,;BOO million a year both ways, and it is our
. bt 1nk%m%aat Jeast that it would not be desirable
1t t thade off, It would impose upon us a
dftional economic responsibility, I think,

at off, It would either mean a
‘the economic conditions in those '

yguid havg tQTngpensate by increased

I}d £ ul‘{ihe;glore ) ” adeé
d plv to our advantage in particularly awaken-

, inf thaisaf 11t countries to the possibilities of

s relations with the Uestern countries as sgainst
aemab {y can get through their rresent relat;ons vith the
- Boviet niqn..ﬁj/ .
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1 en told that in several of thege countries today; for exaiple,
I hed a talk recently with our Ambessador to Hungory who is hers, -
and he sald that there was a very great desire on the part of Hupgary

to have gloser relations with the Yest of an economic 'character and
to lose even its,econqmic ependence wpon the Sovict Unlon, and I
belleve that in thot area trade can be an advantage,, and that pro-
- :bghly under Present conditions we should not attemnt Lo cut 6ff
-thet trade, . . . ‘ RS

ar o . oL ‘ ' ’ . ‘_; ‘ . L ‘v. f—.-. ;-, R A

0f courge, we do provide under the Battle Act that 4% -shall

;not take a form which will involve giving the Soviet Union or. any -

6% her satellitep articles of ptrategic value such as actual war '
material and things of that sort, R N

. e

G103 SMITH. Some of us, of course, ore bothered bth th ht
§§§£Tq§m95§ any article to&a? 1s?of?aqme strateglc va ue, e
SEC:ZTARY DULLES, TYes, thet is quite true, but by the sams token
you might say what we get from them gg of strategic irg)_.};e‘to us.

BENATOR SMITH, I wasn't thinking, frenkly, so much of the East— -
Weet trade in Burope a8 the Far East, B B

.SECRITARY DULLES., You ere coming to the China eltuation, vwhich is
p-@ifferent situation, There I believe thet we ought to do every-
“thipg possidle to subject China to the maximum of economic straln
fu order to nenalize her for her aggression, and meke her repent -
of her ways and to give up eggression, if thot is at all possible,
and it is the policy of the State Department to try to ellminate -
trade with China, particularly in terms of the more important
strategic materials to the meximum degree thet we can, '

. 0f. éﬂurne‘, the United Statee’_itse‘lf‘ has cut 6Ff all trade

with China  and ve ere increasingly ge:ting sgrecménts with other
maritime countries, British, French, the Greeks, and others, which

" ‘are steadily cutting down on China trade. P -
CONFIDENTIAL
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e ha Ijht 1t ylse to attempt to
) %&gadgf“a naégj “blockade of” @hlnd.'
uodﬁ)many problems in the way of that which
to go into at this varticulsr session, but
) We are Eepen&en% Tor the best resulls
tlating pressures of one sort or another, which

ng to oz ert.

ave Ig

L2 2

d@ ve;y conSLderaole _progress and we ex-
ht, we thlnk

i“an y our goo :
;and French, to JOln w1th us in common nollcy of gra&ually
- tlghtening up that

N :
- hat esp ‘as’ rapidly as we wouid iike, Lut {%
fiegé% f% is somexaat encou;aging.

’:WSMITH. 1t geems to me we are very much’
by ﬁ%e {ac% that we haven't got a cormon |

ol , ,“ Basically. it is, of course, unfo:

- ate, and to.an eXuen% tnnatural, that our p0110¢es should
'[éfdﬂwerée so greatly that they recognlze and we do not re-
= the Chlnese Gomrunlsts.

21,!hgpe tvatjy : néed
t in gg; pect,. I must say, at tne preaent ulme.
k. A . ;

gosition, whlch is the Ad-

« ully share, the view that

ry great m;qtake at . this %ime to take ac-
g 4_@§§%nt;;*ly increase tariff ratles, or
© suckia po. 1cy for the future

-0 pecis anc E
pr g%am ok &8 our program’
- are tryln “to cut off
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(viid)

- It ésknot possible to maintain the unity which is
reflected, for example, by NATO, which.already repre-
sents a very important element in our own defense plane
ning, if our economic pglicies are such as, for example,
simuitangousl to expect a big milltary effort, to cut
off their trade with us, to continue their imports from
us,. to cut off trade with the Soviet bloc, and get along
wi%hout any econonmic aid, '

. If we do all of thaose things, it is just utterly
impossible to preserve anything like the unity and
strength that 1s now represented by NATO. The whole
thing, in my opinion, would collapse if those things
happened., ’ R

A1l of those things are interdependent. We are

- starting the program now before you to try to get away
from stralght economic aid. We had discussions about
that, particularly with the British and French, when we
were in Parls ten’ days ago. -

e Thsgg,was a certain amount of dismay when we first
indicated the way we were thinking. As I think I saild
in this statement, their mood is not one which is proof
against what I might call multiple shocks. We have gat
to move carefully here to adjust the situation.

ok ok k% Ok

. 'SECRETARY DULIES, Well, that is the danger if for
financial reasons theK have to cut down the imports from
us% Eﬁe things that they need, they may turn elsewhere to

ge em, ' .

__BENATOR FULBRIGHT, They would have to, They are living

*"pight on the borderline, some of them in any case. They
don't have much to go on. They have either got to trade
with us or the Communists or the Communist bloc.

SECRETARY DULLES, That is one reason wﬁ{, as I indicated
"in my previous answer, I think, as far at least as
Europe 1s concerned, we must be tolerant of a certain -

CONFIDENTIAL
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mIest trade thereé ‘because if we were
Ngettl our Buropean friends to cut that
ve wou H’a1mosi nave to comp@ns%te in some

, That 'as exactly the p
seems to me the country 1o'very well

They accamt the slogan that they

% > because if seéems to b6 put in the
:framework of Ee:na \npatriotic, or being uninterested.

’}in cooperating u o g BHLLLELESLER .

kargely & matter of surv¢va1, fon % %5 They
to. trade with somebody, and if we won't trade
them they will be forced to trade with these Dle.

secific case brought to my attention fvom
“Austrla, a sma (1 factory making material ‘that was dques-
_!?tion<ble as to vhether it was completely strategic or
4;ﬁot.k It might or might not be, We asked them to close
1t down, although it meant unemployment and complete loss
of the, whole productivity of the factory in that little

: Y. ‘f’we are unab e to take Jt how can wé continue
The

SENMRFULBHGT;T., t thlnk there 1s laok of lerstand-

¢ of that. These people aren't trading with the Com-

inists Just bBecause they love the Communists. It is
bec&uﬁe‘phey have got to Iive. They have got to eat,

‘ other people, don't they? -

o SECRETZ Y DULIES,

g O cou“se, is & very Outstannzng examnle.

: he rather upnatural gectacle of the Jananese

: imﬁorting coke eoal and iron ore in vast qua intities from
the Uhlted S a es, largely stlll today in forplgn qhip—

Yes.h :;‘
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ping because their own merchant .marine is ;
wrestored, at prohibitive costs, because their normal

sources of supply and the normal markets are gone, - It

is a very difficult situation and, of course, if South-
east Asia should go,. their plight would be even worse.

‘not yet fully

BENATOR MANSFIEID., Mr, Secretary, there is a catch .
phrase goling around now known as trade not aid, At the
same tlime we are trying to zet some of our friends to
-eut out trgding with the East altogether, . :

,» " ‘Where are those people going to zo to make up the
markets they lose in carrying on their normal operations
“with countries behind the Iron Curtain countries, like
Austria, Italy to a certain degree, West Germany? They
fave normal procedure to the East., If they give up that
4rade, vhere 1s the slack going to be taken up? |, .

SECRETARY DULIES, I have already indicated, Senator,
- that I do not think that we should pusi the effort to
restrict that east-west trade in Europe, particularly -
with the satellite countries, beyond roughly the present
limits which are defined by the so-called Battle Act which
anplles to certain types of material but which does not
purport to require a complete obliteration of that trade,

- .. As I indicated, I think that trade can be perhaps of
greater advantage to the free world if we use it right
than 1t is to the Communist world, and can be set up as
one of the attractions which may:eventually tend to disin-
tegrate the attractiveness of the captive world, the

Communist wqud. ..- ) i

... I also pointed out that I think the situation in
China 1s somevhat different, but the trade with China has
already bzen very sharply reduced and its further redue-
tion would not, I think, have any serious economic con-
sequengces upon the coun%ries,to which you refer.
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